
 
 

Request For Information 
DE-PS36-06GO96032 

 
Program Manager / Area: Douglas Kaempf, Program Manager, Office of the Biomass 
Program 
 
Information Requested on:  Production Incentives for Cellulosic Biofuels, under the 
Energy Policy Act of 2005 (EPAct), Public Law 109-58, Section 942 
  
Description: The Department of Energy (DOE) is seeking information from industry, 
academia, and producers of cellulosic biofuels regarding the most beneficial and efficient way to 
consider implementation of Section 942 of EPAct.  The information will be used by DOE for 
internal planning and decision making purposes relative to directing DOE to support such a 
program. 
 
Request for Information Guidelines: 
 
The purpose of this Request for Information (RFI) is solely for consideration in determining the 
most beneficial and efficient way to implement Section 942 of EPAct which authorizes a reverse 
auction to incentivize the production of cellulosic biofuels.  This RFI is not an announcement for 
production incentives nor are there funds available for such incentives. Additionally, this RFI is 
not accepting applications for financial assistance or financial incentives. You are encouraged to 
carefully read the entire text of EPAct Section 942 prior to responding to this RFI (see 
Attachment #1). 
 
DOE will not pay for information provided under this RFI, and there is no guarantee that 
a reverse auction for cellulosic biofuels will be supported as a result of this RFI.   
 
Your responses should be submitted in Microsoft Word or PDF to GO96032RFI@go.doe.gov by 
8:00 PM Eastern Daylight Time on July 14, 2006.   
 
Also please provide contact information for the submitting organization: address, phone number, 
email, and type of business or institution. 
  
Rationale or Justification: 
 
The information being sought under this RFI is intended to assist DOE in determining the most 
beneficial and efficient way to implement Section 942 of EPAct which authorizes a reverse 
auction to incentivize the production of cellulosic biofuels.   
 

mailto:GO96032RFI@go.doe.gov


EPAct Section 942 establishes that the Secretary of Energy, in consultation with the Secretary of 
Agriculture, the Secretary of Defense, and the Administrator of the Environmental Protection 
Agency, shall establish an incentive program for the production of cellulosic biofuels.  The 
purpose of this section is to— 

(1) accelerate deployment and commercialization of biofuels; 
(2) deliver the first 1,000,000,000 gallons in annual cellulosic biofuels production by 2015; 
(3) ensure biofuels produced after 2015 are cost competitive with gasoline and diesel; and 
(4) ensure that small feedstock producers and rural small businesses are full participants in 
the development of the cellulosic biofuels industry. 

 
Under this authority, the Secretary of Energy may award production incentives on a per gallon 
basis of cellulosic biofuels from eligible entities, through— (A) set payments per gallon of 
cellulosic biofuels produced in an amount determined by the Secretary, until initiation of the first 
reverse auction; and (B) reverse auction thereafter. 
 
It is DOE’s view that Section 942 of EPAct is not for DOE to purchase cellulosic biofuels 
(ethanol or otherwise), but rather to offer an incentive payment for the production of cellulosic 
biofuels that are produced and then sold on the open market.  As mentioned above this initial 
incentive payment is determined by the Secretary and then subsequent incentive payments are set 
by a reverse auction process.  A reverse auction would solicit bids from potential producers of 
cellulosic biofuels, and those producers submitting the lowest bids would be awarded the 
production incentives.  In a traditional auction a sole merchant accepts the highest bid from a 
number of customers.  Here, DOE, as the incentive provider, will seek bids from multiple 
producers on the incentive needed to competitively produce cellulosic biofuels.   
 
Section 942 of EPAct provides some guidance on the purpose, eligibility, timing, and limitations 
for establishing a reverse auction.  However, it does not define a specific process for 
administration of such a program, nor does it appropriate funds for such a program. 
 
DOE would appreciate information pertaining to establishing, administering and maintaining a 
reverse auction to incentivize the production of cellulosic biofuels.  Please consider the list of 
issues below in your response.  You may also wish to consider issues that you feel are relevant to 
enabling a reverse auction.   
 

• Experience or lessons learned from other established reverse auctions, whether they be 
administered by the federal, state or local government agencies, foreign governments, or 
private or not-for-profit organizations.   

o Challenges, pitfalls (what not to do) learned from other reverse auctions. 
o Procedures for efficiently soliciting bids under a reverse auction. 

• The option of allowing bidders to submit only a single sealed bid or alternatively multiple 
bids through an open-bidding process. 

• The most effective way to conduct a federal government supported reverse auction. 
• The minimum set payment rate per gallon of cellulosic biofuels produced until initiation 

of the first reverse auction. 



During the initial period, during which payments are fixed, two different approaches could be 
taken as described below.  Please comment on which approach would result in the greater benefit 
toward achieving the 1 billion gallons per year of cellulosic biofuels production goal.   
 

o 1) to make awards to a limited number of eligible participants for qualifying 
initial plants with a guaranteed fixed incentive amount (which the plant 
developers can use to assist in obtaining project financing); or 

o 2) to make awards to all potential qualifying entities that are producing cellulosic 
biofuels during the initial period.  Under this second option, if the total incentive 
funding pool was fixed, the amount of the incentive on a per gallon basis would 
decrease as more entities became eligible.  And therefore the revenue stream 
would not be a guaranteed source of funds for the project developer. 

   
• When should a cellulosic bio-refinery be on-line in order to benefit from this production 

incentive. 
• The expected capacity (ies) and type(s) of biofuels of your planned cellulosic biofuels 

facility(ies). 
• How essential is a production incentive to make cellulosic biofuels facility(ies) 

commercially viable. 
• How a cellulosic biofuels producer could most efficiently document their annual level of 

production in a manner that is readily verifiable by the federal government.   
• How the federal government can measure or estimate a project’s potential to demonstrate 

outstanding local and regional economic development. 
• Whether such a program should be conducted directly by the federal government or be 

conducted by a government contractor, who also administers the program.  
 
In summary, please provide edifying comments to aid and inform DOE in the establishment and 
operation of a reverse auction for cellulosic biofuels.   
 
The Department thanks you for your assistance and input. 


